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Mr. Chairman and members of the committee, for the record my
name is Art Hayes Jr. I live at 208 Hanging Woman Creek Road,
Birney, Montana. Along with my family I own The Brown Cattle
Co. I am also the President of the Tongue River Water Users
Association.

Many changes have taken place since October 1999, when the
Controlled Groundwater Area was enacted by DNRC in order to
accommodate the CBM industry. And much more knowledge
about our water has been gained.

Southeastern Montana has been hit hard by drought—a drought
which has intensified in the last several years. By late summer the
Tongue and the Powder Rivers are dry at the Wyoming State line.
I am the fourth generation of my family to live on Hanging
Woman Creek, a major tributary of the Tongue River. Hanging
Woman Creek encompasses 472 square miles of drainage. [ am
the first generation to see it dry. Water levels in the shallow
aquifers are dropping. Spring flows are either drying up or
diminishing.

My family and neighbors rely on our wells coming from the coal
aquifers. Since 1999 I have learned from the USGS and from
briefs filed by the CBM companies in various lawsuits, that these
coal aquifers are “confined aquifers” having very little recharge. In
1952, atom bomb testing released into the atmosphere the trace
element Tritium which subsequently contaminated all surface
waters. A study by the USGS shows that water in coal aquifers
does not contain Tritium thus showing that there has been no
recharge since the early 1950s. This CBM water is thousands of
years old, probably prehistoric.

CBM extraction frem the coal aquifers does not remove all of the
water but does remove the hydrostatic pressure of the aquifer. With
out the hydrostatic pressure the water in the aquifer will not flow.







The Prior Appropriation Doctrine “ first in time first in right” goes
back to before Montana was a state. However, the creation of the
Controlled Groundwater Area has taken water rights from Montana
citizens that have water rights in coal aquifers. A CBM company is
only required to “offer a reasonable mitigation well agreement”
which may not retain your water right. The coal vein aquifers have
been our most reliable source of water during this drought. The
growing demand for surface water far out reaches the supply. Coal
aquifers will become a valuable asset in the future.

The amendment offered by Senator Peterson will put Montana
water law back to the dark ages. I have no problem if a rancher
wants to put this water to a beneficial use for stock, or domestic
use as long as those uses are subject to Montana water law under
Title 85. I do not believe that irrigation is a beneficial use of CBM
water: Irrigation with CBM water is a guise for land disposal of
CBM water. Is it irrigation when the soil amendments cost much
more than the value of the crop being raised? Also, this is a finite
‘source of water and considering the volume needed for irrigation it
would be irresponsible of DNRC to issue a permit for that use.

I am passing around a photo of my house and stock water well. I
had to do a little plumbing to get the photo but it shows there is gas
being produced with the water. I am working with a friend to find a
way to trap this gas to heat my house. This is a water well, with a
water right filed with DNRC. If I can utilize the gas it becomes a
gas well, by which, under Senator Peterson amendment I will not
have to meet the requirements of Montana Water law. This
amendment will start a free-for-all for a finite source of water vital
to the future of Southeastern Montana. I urge you to kill this
amendment.
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OIL AND GAS RECLAMATION ACT-SB 241

Summary

The Oil and Gas Reclamation Act seeks to protect Montana’s water quality and farming and ranching
families by raising the standards for reclamation. This Act

®  Requires reclamation plans before permit approval
®  Establishes reclamation requirements, similar to those for other extractive industries
® Requires the completion of reclamation requirements before bond release

Background

Record profits for oil and gas companies have increased oil and gas exploration in Montana, including coal
bed methane. In turn, this increased exploration will lead to amplified extraction of coal bed methane and
conventional oil and gas. A majority of extraction will occur on private land. In the Powder River Basin of
Montana alone, most of the surface is private irrigated crop or rangeland. Over 60% of that land consists of
split estates, with minerals leased to oil and gas companies.

Increased coal bed methane extraction will affect water quality and the livelihoods of Montana’s farm and
ranch families. Montanans understand the value of agricultural production and the need for abundant sources
of clean water. ‘

Problem

The Montana Board of Oil and Gas Conservation administers bonding and reclamation of oil and gas
operations. The bonding requirements for oil and gas are inadequate. Under current bonding requirements, a
company can post a blanket bond of $50,000 for all methane wells drilled in privately owned or state-owned
minerals in Montana. Reclamation requirements are limited to the plugging and abandonment of wells, -
ignoring the miles of roads, pipelines, power lines, and containment pits that are a nuisance to landowners. If
landowners successfully sue for full reclamation (as has happened in other extractive industries), the cost of
that reclamation will fall on Montana’s taxpayers.

The 2005 Montana Legislature, understanding the need for reform of Montana’s oil and gas reclamation
laws, passed HB 790 and charged the HB 790 subcommittee with studying the adequacy of bonding and
reclamation requirements, in addition to studying split-estate law, and report their findings to the full
Environmental Quality Council (EQC). However, the subcommittee failed to address the important issues of
bonding and reclamation, and the legislation produced by the full EQC does not address these issues.

Solution

The Oil and Gas Reclamation Act takes the steps that were not taken by the full EQC in HB 790. In addition
to requiring the plugging and abandonment of wells, the Oil and Gas Reclamation Act charges the Montana
Board of Oil and Gas to require reclamation plans for any project area prior to approval of drilling permits. It
establishes specific reclamation requirements, similar to the requirements of other extractive industries doing
business in Montana. This act also requires the full completion of these specific reclamation requirements
before the release of performance bonds.

Please turn sheet over for economic implications of oil and gas reclamation

220 S. 27t Street, Suite A, Billings, MT 59101
Tel: 406.248.1154 Fax: 406.248.2110 Email: info@northernplains.org www.northernplains.org




Economic Implications of Reclamation

Reclamation jobs serve as a multiplier to the larger economy'. Jobs in
reclamation create jobs to support the reclamation profession. This
includes services such as mechanic shops, fuel stations, and restaurants.
Nurseries for native vegetation are needed, as are native seeds. This niche
economic activity is highly reliant on contributions by the private sector.
An increase in private spending restoration work leads to increased
economic activity. It seems highly unlikely, given the context of industry
history that extraction companies will volunteer to increase reclamation
activity without regulation. States such as Colorado demonstrate that a
comprehensive regulatory program does not prevent coal bed methane
from being extracted or from being profitable’. The bottom line is that if a
company wants to sell methane, they have to go where the methane is and
play by the rules established for that location.

Most importantly, reclamation oriented economic activity and
investment by the private sector significantly reduces or eliminates the
public financial burden of cleaning and restoring extraction sites. One
case study regarding the Fidelity Tongue River CBM Extraction Projects
estimated that the bond assurances provided to ensure reclamation are
roughly 6.8 million dollars short of the actual cost, leaving that burden
squarely on the taxpayers of Montana.

Strict regulations regarding reclamation may actually benefit CBM
extractors in the long run. One of the largest road blocks on CBM
development is fear of water pollution or waste, destruction of scenic and
agricultural land, and landscapes scared with access roads and well
footprints. By increasing the reclamation standards and enforcing them,
CBM extraction companies will not be perceived as a threat to local
landowners in prospective areas. By mitigating their perceived negative
qualities, they may reap economic benefits of more development with less
resistance.

' Tyler Turner and Brad Eldredge. “Reclamation and Restoration Economics in Montana: Fictional Scenarios for the
Real World. “ (2006)

* Kuipers and Associates. “Filling the Gaps.” (2005




- BLM COMPLIANCE REPORT-NOVEMBER 2005

This report analyzed the development of coalbed methane, oil, and conventional
natural gas facilities in the Powder River Basin in Wyoming. This analysis
demonstrates the need for reclamation regulation.

During the course of the research, 628 inspections were completed at both
wells and facilities, of which a total of 530, or 84%, were found to be out of
compliance.

Violations included but were not limited to:

» Lack of adequate seeding and revegitation efforts. -

* The establishment of significant non-native plant populations, including
plants with noxious weed and weed of concern status.

= Soil erosion due to the lack of revegitation and road construction

* The construction of unapproved roads.

» Debris, such as wire, drill rods, fencing material and spools scattered on
well sites.

» Loss of topsoil due to piles left near pumps.

Based on these findings, the BLM-Buffalo Field Office recommended several
steps that might be taken that would mitigate some of these problems, some of
which are addressed in SB 241-0il and Gas Reclamation act. These

recommendations include:

* Increased monitoring of water storage sights and an active weed control
program.

= A formulation of standards that control the spread of weeds.

= Implementation of administrative and operational procedures that would
require the operator to notify the BLM of seeding dates, techniques, and
times, as well as require visual and financial proof that reseeding took
place.

» Prevention of unsuitable water from being used that would cause soil
damage or the dumping of excess water that may cause erosion.

* Restricting the access of livestock to areas undergoing reclamation.

For a copy of this report, please contact Mike Scott at 406.248.1154.

Northern Plains Resource Council - 220 South 27t Street - Billings, MT 59101
www.northernplains.org




Figure 3: Compiance Totals (Wells & Facilities)
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Mr. Chairman and members of the committee.
My name is Mark Fix and I am the chair of Northern Plains Resource Council.
Northern Plains Resource Council and its members support SB 218.

Geologic carbon sequestration will be a major part of our efforts to address global climate
change. We know that burning fossil fuels for energy production releases large amounts
of carbon dioxide to the atmosphere. By sequestering that carbon dioxide, we can reduce,
and hopetully reverse, global warming.

Many farm and ranch families in Eastern Montana are members of Northern Plains. We
know that when the state starts looking for places to sequester carbon dioxide, it will
probably be looking in our direction.

Unfortunately, we still have no regulations or guidelines in Montana on how carbon
sequestration will be done. We have no way to predict what carbon sequestration will
look like, and how it might effect our farm and ranch operations. Before we can fully
endorse the concept, we need to know how it impacgthose of us who will need to share
our land with the pipelines and machinery that carbon sequestration will require.

The bill represents the essential first step in developing a carbon sequestration policy in
Montana. It will give landowners a way to assess what it will mean to us, and to develop
an informed position on the rest of the pieces of the puzzle, some of which this
legislature, and even this committee, has already discussed.

We urge this committee to support SB 218 and start Montana on the road to a carbon
sequestration policy that addresses the needs of all of our citizens. ‘

MALE Fuix
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